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As different from the legal issues of the traditional financial instruments income 
tax, the legal issues of DFIs income tax have been paid more and more attention, 
especially the scholars in the OECD countries have done. The asymmetry and the 
inconsistency of the income tax system about DFIs in different countries have caused 
tax arbitrage, transfer pricing and other tax avoidance. It doesn’t only threat a 
country’s tax system significantly, but also harm the stability of international financial 
system. markets, leading to the financial crisis frequently. As the establishment and  
development of our country’s DFIs’ market, we will also face these issues. In view of 
the important role of tax system on DFIs’ market, the study of DFIs’ income tax is 
very necessary. This paper includes four chapters besides the preface and conclusion. 
Chapter 1 introduces the general legal issues of DFIs and its income tax. First of 
all, it introduces the concept, types, nature and other ontology contents of DFIs. And 
then it introduces the challenges DFIs have caused for the differences from the 
traditional financial instruments. 
Chapter 2 introduces DFIs’ tax arbitrage issue in details. The income tax 
differences between countries is the reasons for tax arbitrage, while the income tax 
difference is mainly embodied in the determination of the tax elements, so it 
introduces and compares the determination of the income character, the taxpayer, the 
tax base and other elements of the tax law overall. And then it overviews the 
discriminatory of the tax treatment between the developed countries and the 
developing countries to analyse the issues of international taxation. 
Chapter 3 mainly analyses some other income tax legal issues caused by 
DFIs—transfer pricing and withholding tax. Given the mechanism to cause these 
issues is fundamentally the same with the tax arbitrage, these issues are mainly 
analysed superficially.  
Chapter 4 expounds the status quo of DFIs income tax in China briefly, and puts 
forward the policy to deal with DFIs and its income tax in China——when we keep 
the sability of the present tax system, we should also consummate the related statute 
in order to develop the market and insure the tax income. Then it gives special advice 















pricing and withholding tax in China.      
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